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TAGS: PN, KU, ETRD, UK 

SUBJECT: GOP KUWAITI DINAR BOND ISSUE 

REF: STATE 81 17 

1 . FINANCIAL ATTACHE DISCUSSED PANAMANIAN KUWAITI DINAR 
BOND ISSUE WITH OLD FRIEND AT MERRILL LYNCH INTERNATIONAL 
BANK. SOURCE REPORTS MERRILL LYNCH BELIEVES THAT GIVEN 
PRESIDENT CARTER'S DESIRE TO ARRIVE AT A SATISFACTORY 
MODUS VIVENDI WITH PANAMA OVER THE CANAL. THIS MUST MEAN 
THAT PANAMANIAN FOREIGN EXCHANGE INCOME WILL INCREASE 
THROUGH LARGER SHARE OF THE TOLLS. THIS COULD TRANSFORM 
PANAMANIAN ABILITY TO BORROW AND BE A SIGNIFICANT RELIEF 
TO PANAMA'S INTERNATIONAL DEBT BURDEN. 

2. SOURCE EXPLAINED THAT PANAMANIAN DEBT IS READILY 
ACCEPTABLE IN THE SYNDICATED BANK LOAN MARKET, BUT HAS 
THUS FAR RECEIVED A COLD SHOULDER IN THE FIXED RATE EURO- 
BOND MARKET WHICH GENERALLY LOOKS FOR A TRIPLE-A RISK. 
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ON THE OTHER HAND, THE SMALL MIDDLE EAST BOND MARKETS ARE 
PLAYING AN INTERESTING AND USEFUL ROLE. THE ARABS REALIZE 
THAT IF A RISK IS GOOD ENOUGH FOR THE MAJOR INTERNA- 
TIONAL BANKS, IT SHOULD BE GOOD ENOUGH FOR THE ARAB FIXED 
RATE MARKET. THE AMOUNT RAISED WHILE NOT AS MUCH AS 
HOPED INITIALLY IS NONETHELESS RESPECTABLE AND REPRESENTS 
THE FIRST PANAMANIAN ISSUE IN YEARS NOT SECURED BY A 
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PLEDGE AGAINST PANAMA CANAL TOLLS. 

3. SOURCE SAID AT LEAST ONE OTHER SIMILAR ISSUE IS IN THE 
PIPELINE NOT FOR PANAMA. BUT FOR ANOTHER LATIN AMERICAN 
COUNTRY WHICH HAS LONG BEEN ABSENT FROM THE FIXED RATE 
MARKET. 

4. SOURCE ADDED THAT MERRILL LYNCH OWNS THE LARGEST COM- 
PANY IN PANAMA IN TERMS OF CAPITAL ON THE BALANCE SHEET 
AND HAS RECENTLY TURNED THAT COMPANY INTO A BANK. 

5. COPY OF PROSPECTUS WILL BE SENT TO ARA/PAN PER REFTEL. 

6. WARREN HUTCHINS. MANAGING DIRECTOR OF MERRILL LYNCH 
INTERNATIONAL BANK IN LONDON, WILL BE IN NEW YORK NEXT 
WEEK EN ROUTE TO PANAMA. HE IS WILLING TO DISCUSS THE 
PANAMANIAN ISSUE SHOULD ARA/PAN WANT TO CALL HIM. HE CAN 
BE REACHED IN NEW YORK ON (212) 766-5645, AND WILL BE 
SITTING IN AN OFFICE NEXT TO MR. HARRY ANDERSON. 

7. DEPARTMENT PLEASE REPEAT OTHER POSTS IF DESIRED. 

ARMSTRONG 
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